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It was important, the experts said, that any declarations in favour
of the restoration of an international gold standard should, at the
same time, indicate certain essential principles for its proper function-
ing under modern conditions. Central banks should ho independent
of political influence. Gold reserves, declared the Com mission, \vere
primarily required to meet external demands for payment caused
by*SQme disequilibrium on the foreign account. Yet it had to bo
recognized that legislation in many countries rendered much gold
unavailable for international use. Among other possible remedies, a
great advance would be made if legal minimum requirements of gold
were substantially lowered below the customary ^ or 40 per cent,
ratio. The system of holding foreign exchange balances as part of the
monetary reserves (the gold exchange standard), if properly con-
trolled, might hasten the return to an international standard in
many countries without highly developed capital markets. It was
very desirable that central banks should invest their foreign exehaugo
holdings with or through the central bank of the country concerned
or with the Bank for International Settlements. Other methods of
economizing gold included the replacement of small notes by sub-
sidiary coin, and the increased use of cheques, especially in official
transactions. Co-operation among central banks ought to be ex-
tended, and in this connexion the Bank for International Settlements
should be able to play an increasingly important part, not only by
improving contacts, but also as an instrument for common action.
On the subject of silver, the Commission held that bimetallism
must be regarded as impracticable, and, assuming that to be so,
silver was unsuitable for extensive inclusion in the metallic reserves
of a central bank. The Conference should, however, examine how
far the use of silver in subsidiary coinage could be enlarged; also
whether, and if so by what methods, the marketing of the metal was
susceptible of improvement. They added the highly important truism
that from the point of view of commercial relations with silver-using
countries, particularly China, trade interests would bo best served,
not by a rise in the price of silver as such, but by a rise in the general
level of commodity prices.
The next chapter in the report dealt with the disequilibrium
between prices and costs. Obviously one method of restoring the
lost balance was to reduce costs, but maladjustments between
different sets of prices would not thereby be corrected; moreover,
the* burden of debts would continue to present difficult problems.
Equilibrium might also be restored by a rise of prices, and one method
of achieving that was to limit supply. On this point, the references

